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Accounting Officer's Report 


As the accounting officer of uMshwathi Local Municipality, i am proud to present 
herewith the annual financial statement for the period endlng 30 June 2018. 

The annual financiai statements are prepared as required in term of section 122 of the 
Municipal Finance Management Act and submitted to the Auditor General in terms of 
section 126 (1) (a) of the Municipal Finance Management Act. It is my view that the 
Annual financial statements fairly present the true financial position of the municipalily 
and all the records to support the same are available for inspection. 

I am of the opinion that based on the information provided to me by management and 
internal audit the systems of internal control provides reasonable assurance that the 
financial records may be relied upon for the preparation and submission of these 
annual financial statements. It must be noted that employee salaries are based on the 
collective agreement signed by labour and the South African Local Govemmerrt 
Association. Councillor allowances are within the upper limits as set out in Govemment 
Notice 41335 dated 15 December 2017. 

I have reviewed the Municipality's cash forecast for the year ending 30 June 2018 and 
in light of this review and the current financial position I am satisfied that the 
Municipality has access to adequate resources to fulfil all its obligations as required 
by various provisions of legislations. 



MrrNrMTMabaso Date: 31 August 2018 

Municipal Manager 
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3. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 
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The fair value of financial Instruments, which include fixed deposits and short-term deposlts invested in registered banks, are 
vaiued at cost, including interest capitalized, at the end of the reporting period. 
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For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on call with 
banks and investmente in financial instmments, net of bank overdraft. 
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Where public contributions have been received but the municipality has not met the condition, a liabiiity is recognized. 
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estimate. The municipality provides for annual leave and long service awards. The leave provision is based on the number of 
days accrued to employees at year end multiplied by the daily basic salary applicabie on 01 July. The provision for the long 
service award is valued by an actuary as at year end. 
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Irrespective of whether there is any indication of impairment, the entity also tests a non-cash-generat'ng intangible asset with 
an indefinite useful life or a non-cash-generating intangible asset not yet available for use for impairment annually by 
comparing its carrying amount with its recoverable service amount. This impairment test is performed at the same time every 
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cunrent cost of replacing the remaining service potential of the asset before impairment. The latter cost Is detenmined as the 
depreciated reproduction or replacement cost of the asset, whichever is lower. 
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Re-deslgnation 

The re-designation of assets from a cash-generating asset to a non-cash-generating asset or from a non-cash-generating 
asset to a cash-generating asset only occur when there is clear evidence that such a re-designation is appropriate. 
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21. RELATED PARTIES 

The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by the South 
African Govemment As a consequence of the constitutional independence of the three spheres of govemment in South 
Africa, only entities within the national sphere of govemment are considered to be related parties. 
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Non - current liabilifies 3,372,069 4,162,462 

Long temn liabilities 1 982,986 2,004,519 

Non-current portion of Long Sorvice Award Uability 2.1 2,389,081 2,157,943 
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STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2018 
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Note: Some fully depreciated furniture and equipment is still in use. Their useful lives were correctly determined on aoquisition howeverthey are still in 
a good condition and there was no reason for them to be scrapped. It was decided not to revalue the said assets. 

Referto Appendix B for more detail on property.plant and equipment 
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Road Maintenance 

Maintenance 4,209 t 036 2,174,645 

Materials 2,282,801 

Plant and Machinery 3,036,519 _ 1,488,745 

9,528,356 3,663,390 
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The municipality’s activities expose it to a variety of financial risks: market risk (fair value interest rate risk and cash flow interest rate risk) 
credit risk and liquidity risk. The municipality has developed a comprehensive risk strategy in terms of Treasury Regulation 28.1 in order to 
monitor and controt these risks. Internal Audit function reports quarterly to the Audit Committee, an independent body that monitors risks and 
policies implemented to mitigate risk exposures. The risk management process relating to each of these risks is discussed underthe headings below. 
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There was nc fruitless and wastefiil cxpenditure 
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uMSHWATHI LOCAL MUNICIPALITY : SCHEDULE OF EXTERNAL LOANS AT 30 JUNE 
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APPENDIX C (Not Audlted) 
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